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Effects of Price Maintenance 
Upon Large-Scale Retailing 


E. T. GRETHER 


In Great Britain, price maintenance can be legally practised to a far 

greater extent than in this country. 

situation there and shows the great difficulties that manufacturers of 

branded products would probably encounter here, were price mainte- 
nance legalized. 


In Great Britain the dreams of the 
proponents of resale price maintenance 
are realizable, in so far as legal factors 
are concerned. It has been lawful under 
the common law for manufacturers and 
distributors to enter into price agree- 
ments; in addition, under the Trade 
Union Acts, 1871-1927, and common 
law it has become clear that trade-asso- 
ciation activity to maintain resale prices 
has legal sanction.' 


BRITISH ASSOCIATIONS FOR PRICE 
MAINTENANCE 


Consequently, in Great Britain there 
has developed a considerable amount of 
price-maintenance activity on the part 
of individual manufacturers and through 
trade associations. Since the right of 
individual contract is effective only be- 


1 For a brief statement of the law, see The Restraint of 
Trade (London: His Majesty’s Stationery Office, 1931), pp. 
5-7, which is the report of the committee appointed by the 
Lord Chancellor and the President of the Board of Trade 
to consider “certain trade practices.” R. Y. Hedges, 
Law Relating to Restraint of Trade has a more extended, 
yet brief, review. (New York: Pitman Publishing Cor- 
poration, 1932). 
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This careful article presents the 


tween the parties to the contract and 
does not give a control over third parties 
who may have obtained the merchandise 
(except in the case of patented goods, in 
which field control moves with the goods 
if the patentee attaches a notice to that 
effect) and, since it is difficult as well 
as expensive to administer the system 
alone, there have arisen a considerable 
number of formal price-maintenance as- 
sociations. Important associations are 
found in the following fields: drug and 
chemical, book, stationery, motors (in- 
cluding tires, petrol, and accessories), 
cycle and motor cycle, grocery, tobacco, 
radio, radio valves, and photography. 
These major group efforts, in addition to 
others less formal or less consequential, 
when added to the attempts of individual 
manufacturers afford the basis for a large 
potential control of prices. Hence, 
many problems that arise with respect 
to the effects of price maintenance may 
be viewed in the light of British experi- 
ence. In this discussion only one prob- 
lem will be examined; viz., the effect of 
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price maintenance upon large-scale re- 
tailing. 

Much of the support of price mainte- 
nance originates from small retailers who 
consider it a means of protection 
against the large-scale retailers. Like- 
wise, large-scale retailers have been the 
most vocal group in opposition. 


DISTRIBUTION OF RETAIL TRADE 


Chain stores have developed in Great 
Britain in spite of price controls. In the 
absence of a census of distribution, one 
must rely upon various estimates of the 
general situation. However, it appears 
that 15 to 20 per cent of the retail 
business of Great Britain is obtained 
by the multiples.2 Fifty to 60 per 
cent of the volume probably is in the 
hands of the independent dealers, and 
about 7} per cent goes to department 
stores and 12 to 15 per cent to the co- 
jperative societies. Roughly speaking, 
the division of the market between types 
does not appear to be essentially different 
from that in the United States, except 
for the proportion accruing to the co- 
dperatives. 


PRICE MAINTENANCE AND THE CHAINS 


Within the multiple field there are 
significant variations that are pertinent 
to our problem. Neal estimates that 
the Boots chain in the drug and chemi- 
cal business does about one sixth of the 
total trade in the field. It operates in a 
field where price controls are so powerful 
that it was forced to join the association 
(i.e, The Proprietary Articles Trade 
Association). Yet it has made excellent 


* See Dorothea Braithwaite and S. P. Dobbs, The Dis- 
tribution of Consumable Goods (London: George Rutledge 
and Sons, Ltd., 1932), p. 238, and Lawrence E. Neal, 
Retailing and the Public (London: George Allen and 
Unwin, Ltd., 1932), p. 28. 


progress. On March 31, 1933, it oper- 
ated 977 branches. In the previous year 
it had added 6,500,000 sales transactions 
to its total. The net balance for the 
year was £701,453, which made possible 
four quarterly dividends of 6 per cent, 
less tax, on the ordinary shares, and all 
“preference and preferred ordinary divi- 
dends,” with a balance of £244,703 re- 
maining. The profits of the British 
firm during the depression and under 
conditions of price maintenance no doubt 
arouses the envy of American chain- 
store interests in the same field. (The 
Boots chain has now reverted to British 
control.)’ It was impossible to deter- 
mine to what extent the firm’s favorable 
showing was due to its manufacturing 
interests as opposed to its retail activi- 
ties. The significant thing for this 
discussion is that it has been able to 
adapt itself to the price-maintenance 
situation so effectively as to pay 24 per 
cent dividends during a depression pe- 
riod, while expanding units and add- 
ing to reserves. 

No other instance so clear cut is pre- 
sented in the British situation. It is 
estimated that the combined volume of 
the multiples in the grocery business is 
larger than in the drug line. However, 
price maintenance is not nearly so 
effective in the grocery business. It 
appears that here, as in the confectionery 
business, one of the prime reasons for the 
ineffectiveness of much of the price-fix- 
ing effort is the presence of the multiples 
whose favor the manufacturers wish to 
court. Most interesting is the tobacco 
trade, for here the multiples probably 
sell less than 1 per cent of the total vol- 


* Financial data were taken from the report of the 
forty-fifth Annual General Ordinary Meeting of the Boots 
Company, in the London Times, June 9, 1933. 
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ume. Some argue that the throttling 
of chain-store growth is due to price 
maintenance; yet the Tobacco Trade 
Association is only slightly over two 
years old. Much more significant than 
retail price fixing has been the grading of 
trade discounts to discourage purchasing 
on a large scale and the concerted effort 
of the small group of manufacturers to 
have the distribution of tobacco prod- 
ucts as wide as possible. As a result 
tobacco products are sold in more than 
450,000 outlets. One could scarcely 
imagine a condition less attractive to 
large-scale retailing. 

In the boot-and-shoe trade, price 
maintenance not only has not acted as a 
barrier, but it also appears to have en- 
couraged the growth of multiple systems 
in a positive manner. The boot-and- 
shoe business is divided four ways in the 
manufacturing end; 7.e., among: 


1. Manufacturers who sell branded goods on 
a price-maintenance basis 

2. Manufacturers who sell branded products 
without attempts at price control 

3. Those who sell unbranded and unpriced 
goods to multiples, department stores, 
and wholesale shoe factors 

4. Manufacturers selling through their own 
stores 


TREND TOWARDS UNBRANDED AND 
PRIVATELY BRANDED GOODS 


The trend has been entirely in favor 
of unbranded and private branded sale— 
so much so that it is estimated that 70 
per cent of the volume is unbranded. 
Estimates vary, but the multiples prob- 
ably account for more than 40 per cent 
of the annual business.’ The core of the 
price-maintenance attempt is a group of 
twelve manufacturers, makers of high- 


4Cf. Neal, op. cit., p. 30. 
5 Cf. Neal, op. cit., p. 29. 


quality shoes, and selling direct to the 
retail trade (with one exception where 
the firm sells through twelve approved 
wholesalers). But this group has been 
losing ground and at present the whole 
system gives evidence of crumbling. It 
appears that price maintenance in these 
lines on a declining market has intro- 
duced inflexible elements into the retail- 
ing structure which throw a considerable 
advantage to the multiples who per- 
sistently cut prices below the controlled 
independents and adapt themselves 
much more quickly to the market de- 
mands. As a result, the independent 
dealers are complaining that their mar- 
gins of 27 to 30 per cent are no longer 
adequate and are asking that they be 
raised to from 33} to 50 per cent. Man- 
ufacturers, on the other hand, have been 
selling quietly unbranded goods or taking 
a direct financial interest in retail outlets. 
One of the peculiar complications in this 
field is the adaptation of price fixing to 
fashion and obsolescence needs. 


PRICE MAINTENANCE IN THE DEPARTMENT 
STORES 


Department stores, likewise, have 
been able to work out adaptations to the 
situation so that they have just about the 
same relative position as in the United 
States. Since there is no price-main- 
tenance association in the dry-goods or 
drapery field, the core of the department- 
store volume is practically untouched by 
price controls. In those lines where 
there is price fixing, department stores 
either stock and sell the price-controlled 
proprietaries or put their effort behind 
proprietaries that are not controlled, un- 
identified merchandise, and the store 
brands and labels. Harrods in London 
may be taken to illustrate the state of 
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affairs. Executives of the store estimate 
that only 10 per cent of the volume of 
business is in merchandise that is on a 
price-maintenance basis. After a rough 
check of the departments the writer is in- 
clined to believe that the proportion may 
be a little higher, perhaps up to 15 per 
cent. Only seven departments of the 
192 selling departments are entirely 
controlled. Ten additional departments 
obtain more than fifty but under one 
hundred per cent of their volume from 
price-maintenance items; twenty-four 
departments range from 10 to 50 per 
cent. The other 151 selling departments 
handle goods or services in which the 
proportion of price-maintained items is 
inconsequential or in which there are no 
controls. The proportion of the busi- 
ness in controlled proprietaries should 
normally be slightly larger for smaller 
stores since they cannot exploit private 
brands and labels to the same extent as 
the larger firms. 


CONSUMERS’ COOPERATIVE SOCIETIES 


The consumers’ coéperative societies 
present a problem which few of the 
manufacturers of proprietaries or even 
the associations have been able to meet. 
From the point of view of private enter- 
prise, the patronage dividend is a form 
of price cutting. The easiest solution 
for manufacturers is to refuse to sell to 
the codperatives. And such is the 
practice in some instances. In fact, it 
was the closing of sources of supply that 
originally forced the coéperatives into 
manufacturing. Since the business of 
these organizations is so attractive and 
since refusal to sell forces the expansion 
of the coéperatives’ manufacturing activ- 
ities, many manufacturers accept the 
codperative orders. Few of the manu- 
facturers or associations are powerful 


enough to control the resale of their 
items except to demand that the list 
price be maintained. However, the 
powerful Proprietary Articles Trade 
Association in the drug and chemical 
business has forced the codperatives 
either to give no “divi” or to raise the 
price by the amount of the “‘divi.”” The 
writer visited one coéperative drug store 
in which many of the advertised pro- 
prietary products had been duplicated 
under the codperative’s brand and sold 
at greatly reduced prices. Since the 
avowed purpose of the codperative 
wholesale society is to produce every- 
thing that the member stores handle, 
there can be no single or final procedure 
in dealing with the societies; rather, a 
variable policy tempered by the strength 
of the position of the societies. It 
appears reasonable to assume that resale 
price maintenance may have aided, 
rather than hindered, the codperatives, 
for it gave them a known level below 
which they were able to maintain their 
dividend system. 


SIGNIFICANT FACTORS 


Thus in Great Britain large-scale re- 
tailing has developed to the same extent 
as in the United States, in spite of legal- 
ized individual and group price main- 
tenance. In summary the following 
significant factors may be noted: 


1. In spite of the legal basis there is no 
serious attempt at price maintenance 
in some lines, notably dry goods. 

2. In other lines, the price-fixing attempts 
have been relatively unsuccessful, as 
in groceries and confectionery. 

3. Price maintenance in a declining market 
and where style and obsolescence in- 
fluences are important introduces rigid 
elements which aid the private brand. 

4. In those lines where price maintenance is 
effective, the large-scale retailer has to 
a considerable extent been able to cul- 
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tivate the sale of uncontrolled proprie- 
taries, unidentified merchandise, or his 
own private brands and labels. 

5. Only in the tobacco trade was there 
clear-cut evidence of the choking of 
chain-store development; and here it 
was not price maintenance per se but 
the absence of large-quantity discounts 
and an aggressive policy of widespread 
distribution on the part of the small, 
cohesive group of manufacturers which 
was determinative. 


It seems reasonable to assume that 
resale price maintenance would be even 
less effective in impeding large-scale 
retailing in the United States, for it 
would be superimposed upon a powerful, 
well-organized, established system of 
large-scale retailing which might either 
make control ineffective or divert busi- 
ness to its own or uncontrolled lines. 


Changes in Department-Store Organization 


O. PRESTON ROBINSON 


Late in 1924, a committee on retail 
organization appointed by the National 
Retail Dry Goods Association invited 
Mr. Paul M. Mazur to make a survey of 
the department- and_ specialty-store 
field and submit a basic plan of organiza- 
tion. Retailing was just emerging into 
that period of business prosperity which 
followed the depression years of 1920- 
1921 and the leaders of the trade felt 
the urgent need of an organizational 
guide which would help them keep their 
stores in a healthy condition. Mr. 
Mazur’s book, Principles of Organization 
Applied to Modern Retailing, describing 
his well-known functional plan, was pub- 
lished in 1927 and since that time has 
been accepted as a basic guide to good 
store organization both by the merchant 
and by the teacher of retailing. 

Have the conditions of the past few 
years wrought important changes in 
store operation and organization? Have 
many functional and staff jobs once con- 
sidered indispensable been combined or 
eliminated? Have the demands of econ- 
omy simplified the organizational struc- 
ture of most stores? 

Some of these general changes are 
quite obvious even to the most casual 


observer. What, in general, is their 
nature? Are there any definite trends 
in organization which are bringing the 
stores closer to the plan outlined by 
Mazur, or is the trend making his plan 
obsolete? 

These questions, all of them, are 
vitally important to merchants, students, 
and teachers of retailing. They are 
especially important to the teachers be- 
cause they endeavor to base their in- 
struction upon the general conditions 
of the field rather than upon observa- 
tions gathered from a study of any one 
or a few specific communities. 

New York University School of Re- 
tailing, through its research students, is 
now conducting a nation-wide study of 
actual trends in department and speci- 
alty-store organization. Questions sim- 
ilar to those included in the question- 
naire here presented have already been 
answered by executives of a number of 
New York stores and buying associa- 
tions. The questionnaires are being 
mailed to stores all over the United 
States and to some in foreign countries. 

Any conclusions drawn at the present 
would be of course premature. There 
have been, however, some rather inter- 
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esting observations made by prominent 
New York retailers. These are pre- 
sented for what they are worth, some as 
opinions, some as facts. They may, or 
may not, indicate the trends in the New 
York area. For the sake of conformity 
these observations will be set forth 
under the conventional four major 
functions of store operation. 


The Merchandising Function 


The most interesting recent develop- 
ments in this phase of store organization 
appear to be as follows: 


1. A renewed emphasis on merchandising 
as the major function of the store. In 
many stores the general manager (or 
president) is also the general mer- 
chandise manager with the divisional 
merchandise men, service manager, pub- 
licity director, and controller all re- 
porting directly to him. 

2. A tendency to reduce the relative number 
of divisional merchandise managers and 
to redefine their responsibilities. Their 
chief duties now seem to be to train, 
advise, and coérdinate the work of the 
buyers. 

3. An effort to make the buyers full-fledged 
merchandisers of their lines, to make 
them the real managers of their depart- 
ments, and to restore to them many 
of the so-called staff functions for which 
advisers were once employed. In many 
instances, the buyers have more in- 
fluence over the selecting, training, and 
supervision of their people. They are 
running their own unit-control records 
and are exerting a more definite control 
over their departmental advertising. 

4. With the new responsibilities of the buy- 
ers, assistant buyers have a wider range 
of duties, most of them clerical. As a 
result, they are becoming clerical assist- 
ants with less time for training in the 
buying function. Some stores report 
that the assistant buyers are taking 
over much of the work of the section 
managers. 


The Management Function 


1. A trend towards less specialization in the 
various service functions. Many of the 
departments, such as maintenance and 
repairs, workrooms, trafic, telephone 
order boards, etc., once headed by de- 
partment managers, have been com- 
bined or absorbed by other depart- 
ments. 

2. The relative number of section managers 
appears to have been reduced and their 
duties given to salespeople, stock 
heads, and assistant buyers. 

3. There are fewer personnel directors and 
smaller training departments and 
both are taking on the appearance of 
staff activities. 

4. Many stores have eliminated their de- 
livery departments and are turning 
over this function to outside organi- 
zations. 


The Publicity Function 


In general there seems to be a tend- 
ency towards subordination of the pub- 
licity function to merchandising. This 
does not mean that the importance of 
this activity is being deémphasized but 
rather that it is being made more avail- 
able to those who use it. 


The Control Function 


The observations made of publicity 
seem to apply also to the control func- 
tion except that it is being subordinated 
to both merchandising and management. 
The expense controller is now often con- 
nected with the management division 
and the merchandise controller with 
merchandising. 

General Observations 

The following tendencies may be clas- 
sified as affecting the general organiza- 
tion: 


1. There is a definite reduction in the number 
of bureaus such as fashion, comparison, 


(Continued on page 105.) 
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Questionnaire 


Department-Store Organization 























1 the Store executives are requested to full out this questionnaire and mail it promptly to the School 
f the of Retailing, Washington Square, New York, N. Y. 
ice I. Check type of store- and sales-volume group as they apply to your store. 
- (_) Less than $500,000 () $2,000,000 to $5,000,000 (_) Department store | 
or ( ) $500,000 to $2,000,000 ( ) $5,000,000 to $10,000,000 ( ) Specialty store 
:om- ( ) $1,000,000 to $2,000,000 ( ) $10,000,000 and over 
art- 
gers 
heir II. 1. Indicate to whom each of the following store executives reports. (For example, the pub- 
tock licity director may report to the president, the general manager, or the merchandise manager.) | 
General manager reports to 
and Merchandise manager reports to ; 
and Controller reports to | 
| . . . ° 
e of Store manager (in charge of service and operation) reports to ————____ 
Publicity director reports to PEAR mai | 
de- Personnel director (employment training and welfare) reports to —~____ 
ung ' 2. Does your store regard any one of the above divisions as more important than the others? 
ani- mee 
: Bes i SSS Which? __ 
3. In addition to codrdinating the major functions, does the general manager (or president) 
: act as head of any one of them? (For example, the general manager may be also the mer- 
nd- chandise manager.) Yes No If yes, which division (or divisions) does 
| he head? 
ab- 
his III. 1. Does your store have divisional merchandise managers?_____ _ How _ many? 
f 2. What change has occurred in the number of buyers supervised by each divisional mer- 
. chandise manager? More buyers to each merchandise manager____—_. Fewer buyers 
put No change——__— 
iil 3. How many buyers are there in your store? 
4. What change has occurred in the number of departments supervised by buyers? More 
departments___—_— Fewer departments—__——._ No change 
ity 5. What change has occurred in the amount of responsibility being given to buyers? More 
-. responsibility__ Less responsibility _t__ No change 


6. Which of the following duties (as they apply to his department) are under the responsibility 
of the buyer? (check) 

Choice of personnel___— training 

comparison shopping 


ed 
au. 
n- 
on 


discharge (or transfer) unit-control 


departmental layout 














records supervision of 





salesforce 





~ 


section manager? (Mark A.B. after the duty if the assistant buyer supervises it; mark 


S.M. if the section manager supervises it.) 
Discipline of salesforce ( ) Correction of errors ( ) 
Supervision of system ( ) Handling of complaints ( ) 
Display of merchandise ( ) Stock work ( ) 
Physical appearance of department ( ) 
Opening and closing of department ( ) 
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IV. 





8. Do assistant buyers place orders for new merchandise? Yes No 
Place re-orders? Yes No Do actual selling? Yes No 
9. What change has occurred in the number of section managers in relation to the number of 


of salespeople? More section managers__t___._ Fewer section managers_______ No 











change 
10. What change has occurred in the relative number of floor superintendents? More floor 
superintendents—______ Fewer floor superintendents ______ No change 


Who is in charge of each of the following jobs? (Give title and indicate who is his immediate 






























































superior.) 
Maintenance and repairs _ title resp. to 
Workrooms title resp. to 
Adjustments title resp. to 
Delivery title resp. to 
Receiving title resp. to 
Protection title resp. to 
Service title resp. to 
Purchasing title resp. to ie 
Employment title resp. to 
Training title resp. to 


1. What office (or executive) is responsible for the following store-wide functions? Indicate 
to whom he reports. 
Person or bureau in charge 























Expense budgets reports to 
Merchandise budgets reports to 
Sales-promotion planning reports to 
Interpreting general 

business conditions reports to 





——reports to 











Financing —— eee = 
2. In the following table, check the specialized advisory bureaus which your store has now, 
and that it once had and has eliminated. 
Bureau Operate at If now operated, to Formerly had but 
present whom does the discontinued 
head report? 
Fashion eee se 
Testing ace 
Comparison = eee 
Research or planning ae feta ES 
Training 
Personal shopping 
Customer advisory ee ee ee een 























3. Does an outside firm handle your deliveries? Yes—__-—-. _No—__ 
No— If part is handled by an outside 





Handle your advertising? Yes = 
|, a a a ee 


4. Have there been any other important modifications in the general organizational set-up 





of your store during the past few years? (State changes) - pate t ot tes 








No 


Or 
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and testing. Where they are used, 
they exist primarily for publicity pur- 
poses. 

2. There is a general reduction in the number 
of advisers, counselors, and “assist- 
ants-to.” Where these exist, they are 
being given definite jobs. 

3. The general organization is greatly 
affected by the personalities of those 
who hold important executive posi- 
tions. 


Let it be stated again that these are 
not conclusions. They are only ad- 
vance indications. JOURNAL readers 
who hold responsible positions in stores 
can greatly further this study by filling 
out the questionnaire accompanying 
this article and mailing it to the School 
of Retailing, New York University, 
Washington Square, New York, N. Y. 
Those who give their names and ad- 
dresses will be sent copies of the final 
report. 


The New York Market 


“Twelve million facts on the New York 
market” have just been made available 
by R. L. Polk & Co., 354 Fourth Avenue, 
on the basis of 140 questions to the heads 
of each of 90,165 families in the five 
boroughs. The survey is part of a nation- 
wide ‘consumer census,”’ which will em- 
brace 360 markets, including all cities in 
the country of 25,000 or more population. 
Twenty-two of the larger markets al- 
ready have been covered. 


In New York City, each twentieth 
family on each block has been interviewed 
on its buying, consuming, and periodical 
reading habits. The 150 interviewers 
were equipped with police cards to facili- 
tate their work in certain sections of the 
city. 

Of the families, 74.31 had radios, 36.70 
vacuum cleaners, 19.13 automatic refrig- 
erators, and 17.88 automobiles. More 
than half of the radios, refrigerators, and 
automobiles and four fifths of the wash- 
ing machines were older than two years. 

Red Circle was found most widely used 
among coffee brands. Then came, in 
order, Maxwell House, Beechnut, Bokar, 
Eight o’Clock, and Chase & Sanborn. 
Socony led its nearest rival, Shell, 3 to 1 
in use among gasoline brands. Then 
came Tydol, Texaco, and Gulf. 

Although only 20 per cent of women 
were found to buy fur coats, almost as 
many paid $245 or more for them as paid 
less than that figure. There is also a 
lot of data on prices preferred for women’s 
and men’s clothes. Sixty-one per cent of 
the families said they had ‘“‘no choice” 
among department stores, 76 per cent 
“no choice” among women’s apparel 
stores, 67.38 among drug stores, and 
47.46 grocery stores. 

More than 87 per cent of the families 
were found to read daily papers, as 
against 83.98 reading Sunday papers. 
Nearly 28 per cent read one or more 
magazines. 
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Manufacturers’ Codes and the Retailer 


Joun W. WINGATE 


Manufacturers’ codes of fair competition are of great importance 

lo the retailer because they prohibit or modify a great many trade 

practices of vital interest to him and, in many instances, raise the 
net amount he has to pay for his merchandise. 


Under the spur of the Federal Admin- 
istration to codify all industry by early 
1934, manufacturers have been hastily 
concocting codes, designed to eliminate 
all sorts of trade practices that certain of 
their members have found objectionable. 
During October and November, the 
President signed 55 codes of interest to 
the dry-goods retailer, many of them 
containing clauses opposed by retail 
interests. Department stores that are 
members of the National Retail Dry 
Goods Association have organized a pro- 
tective committee to keep out of these 
codes features that they believe harmful 
to them. Up to December 1, of 57 pro- 
tests made by this committee to codes 
under consideration, 26 were effective. 
But, in general, the manufacturers have 
forced through their demands, in spite 
of opposition. Revolutionary changes 
in trade practices have thus been given 
the validity of law, with powerful code 
authorities charged to assist the Admin- 
istrator in enforcement, and with viola- 
tion a misdemeanor subject to heavy 
fine. 

Many of the practices forbidden in a 
majority of the codes are conceded by 
most interested parties to be undesirable 
ones. Most codes prohibit selling goods 
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below cost of production, except in the 
case of “‘close-outs,” and, in some in- 
stances, to meet a competitor’s price. 
Many codes also forbid misleading ad- 
vertising, false labeling and marking, 
bribery of buyers in any form, and the 
giving of gratuities and prizes to store 
employees for promoting one line at the 
expense of another. Some set up special 
charges to be made the retailer for filling 
very small orders or shipping in special 
containers. All these rulings are reason- 
able and in line with the ethical sense 
of the times. They will eliminate wastes 
in distribution and establish a sounder 
relationship between buyer and seller. 


A ONE-PRICE POLICY THE MANU- 
FACTURERS’ OBJECTIVE 


There are a number of other trade 
practices, however, in regard to the 
desirability of which there is violent 
disagreement. An examination of the 
trade-practice provisions of a large num- 
ber of manufacturers’ codes shows a de- 
termined effort to establish a one-price 
policy, barring or restricting the numer- 
ous chiseling practices resorted to in 
order to reduce actual costs. The prac- 
tices most frequently attacked are the 
following: 
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1. The granting of cash discounts higher 
than “standard” to certain groups or in- 
dividual buyers. A list of terms and datings 
that codes have standardized appear on 
page 111. 

2. The granting of secret rebates and con- 
cessions in any form. Many codes prohibit 
commissions, bonuses, refunds, credits, un- 
earned discounts, and _ subsidies, if not 
extended to all purchases under like terms and 
conditions. This may be interpreted as re- 
quiring that all trade and quantity discounts 
and free deals be standardized by each manu- 
facturer and his discount schedules adhered to. 

3. Paying transportation charges to desti- 
nation. Many of the codes insist that goods 
be sold F. O. B. city of manufacture only. 

4. Paying all or a portion of the retailer’s 
costs of advertising the product. A number 
of the codes eliminate coéperative advertising 
entirely but others allow the manufacturer to 
pay up to 50 per cent, provided the goods are 
sold under his brand name and with certain 
other restrictions. 

5. Paying the salaries of retail salespeople 
who demonstrate the manufacturers’ product. 
Some codes allow demonstrators to be paid by 
manufacturers at certain seasons provided 
they are not allowed to write saleschecks — 
they are to be simply demonstrators and 
not salesclerks. 

6. Selling goods on consignment or mem- 
orandum. This is equivalent to a special con- 
cession in that the markdown risk is trans- 
ferred to the seller and the total income he 
realizes on a lot of goods is almost sure to be 
less than the aggregate selling price. 

7. Selling goods below established list 
prices. In a number of codes, toys for ex- 
ample, each manufacturer must submit a 
price list and discount sheet to the Code 
Authority and can sell only at these prices. 
In case of price changes, revised price lists 
must be submitted in advance of sale at the 
new prices. The toy code allows one excep- 
tion in that a vendor may meet competition 
in any specific instance by selling his product 
at a price not less then the lowest price of 
a comparable article on file with the Code 
Authority. 

8. Accepting returns from stores, except in 
the case of defects, errors, and late shipment. 
This practice also tends to throw the mark- 


down loss back upon the manufacturer. Some 
codes set a time limit of ten days or less before 
which returns must be made. A few codes 
are not so drastic. For example, the paint 
and varnish code allows returns in case of 
prior consent and in case reasonable charges 
are made the store for any loss resulting to 
the manufacturer. 

9. Advancing seasonal clearance-sale dates 


and/or selling a large proportion of regular 
stock at a clearance price. Price cutting under 
the guise of a seasonal clearance has fre- 
quently resulted in a premature break in 
market prices with unnecessary loss to all 
manufacturers. 


THE MANUFACTURERS’ POINT OF VIEW 


In attempting to eliminate these nine 
practices that undermine a single price 
to all purchasers ofa class, manufacturers 
insist that they are doing exactly what 
enlightened retailers have done in estab- 
lishing a one-price policy. They argue 
as follows: first, prices based on chiseling 
make profitable operations impossible. 
Concessions spread rapidly through the 
trade and compensating adjustments in 
list prices cannot be made promptly 
enough to protect the producers’ margin 
of profit. The whole industry soon finds 
itself operating at a loss. Second, where 
a profit continues to be made, the grant- 
ing of special concessions to insistent 
buyers requires a higher price to other 
buyers than would be otherwise neces- 
sary. Third, good will cannot be engen- 
dered as every buyer questions the prices 
and concessions quoted him, always feel- 
ing that a competitor may be getting a 
better deal. Fourth, under the existing 
bargaining practices, the buyer spends 
much of his time and attention on worm- 
ing a direct or indirect price concession 
from the seller rather than concentrating 
upon careful merchandise selection at 
standard terms. Finally, they claim 
that high cash discounts and other con- 
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cessions to buyers were not as common a 
few years ago and that the present codes 
represent a return to the better situation 
that generally existed before the de- 
pression brought with it a strong buyers’ 
market. 


THE RETAILERS’ POINT OF VIEW 


While the retailing interests admit 
that there have been serious abuses and 
that unwarranted concessions should be 
eliminated, they challenge the desir- 
ability of codifying terms of sale. They 
argue that there are many legitimate 
reasons for price differentials among 
retailers. Quantity of purchase and 
prompt payment of individual bills are 
not the only ones. The store that has an 
A financial rating and always pays its 
bills on time may be entitled to a higher 
than normal discount, for the manu- 
facturer incurs no risk of bad debts or 
collection expense when booking an 
order from this store; varying cash dis- 
counts may be a means of classifying 
credit risks. Again, the volume of 
goods that some stores buy or their prac- 
tice of placing advance orders may en- 
title them fairly to a concession that 
may take the form of prepaid transpor- 
tation charges or reductions from quoted 
list prices. The special efforts that a 
retailer may make to promote a manu- 
facturer’s product may make it well 
worth while for the latter to contribute 
to the campaign by paying a portion 
of the advertising costs and also dem- 
onstrators’ salaries. Manufacturers of 
branded goods must spend money for 
publicity. Coéperation with the re- 
tailer may be the most effective way, 
especially in view of the fact that the 
retailer enjoys low contractual rates for 
newspaper lineage. 
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Selling on consignment and memoran- 
dum, while not generally desirable from 
even the retailers’ standpoint, has its 
proper place. The manufacturer of a 
new product that has not yet gained 
public acceptance is naturally willing to 
back his judgment by accepting during 
a trial period the risk of failure to sell to 
the final consumer. A retailer is prob- 
ably justified in not buying untried goods 
unless the producer, as a part of his 
initial investment, assumes the risk of 
failure. Once demand is ascertained, 
however, the risk is normally borne by 
the retailer as the justification and source 
of his profits. Consignment selling may 
also be the surest way for a vendor to 
avoid loss in clearing an overstock of 
goods. To sell outright might require a 
large cut and less net receipts than would 
be realized by putting the goods on the 
retailers’ shelves on a consignment basis. 
Wholesale dealers in rare objects, such as 
works of art, may also find the consign- 
ment plan the logical method to bring 
their goods to the attention of potential 
customers. 

The retailers feel that even the re- 
turned-goods clauses of many codes are 
too rigid for the good of either party. 
Many defects and imperfections are not 
discovered until goods have been sold 
to consumers and have failed to give 
satisfaction. For vendors to refuse to 
accept the return because an arbitrary 
time limit has been exceeded is unfair. 
Again, the limits in some codes are set 
from the date of shipment rather than 
from the date of receipt, which works a 
hardship on the store distant from the 
market. Furthermore, some manufac- 
turers have worked out codperative 
arrangements with retailers whereby 
they undertake to keep upon the re- 
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tailers’ shelves model assortments of 
their products. Styles that fail to sell 
are taken back by the vendors and trans- 
ferred to other stores where they are in 
demand. This practice gives the inde- 
pendent store some of the advantages of 
the chain and assures the manufacturer 
maximum sales. The _ returned-goods 
clauses, in many instances, make this 
practice impossible and thus eliminate a 
relationship that was bringing about a 
closer adjustment of production to 
distribution. 


LIMITATIONS TO ONE-PRICE POLICY 


Manufacturers assume that because a 
one-price policy is wise for the large re- 
tailer, itis also wise forthem. But it can 
be readily shown that the situations are 
not the same. The larger retailer can 
afford to lose a sale rather than cut the 
price in the presence of the customer. 
If a number of sales are lost in this 
manner, he takes a markdown. He has 
so many customers that he is assured of 
selling an article after he takes a mark- 
down. He is not dependent for his sale 
upon the customer who refuses to pay 
his quoted price. The few sales he 
loses are more than made up by the good 
will his policy creates. The smaller 
manufacturer, particularly of fashion 
goods, however, has relatively few custo- 
mers. To refuse to give an extra dis- 
count or other concession to a buyer late 
in the season may result in great loss to 
the manufacturer for, even if he takes a 
markdown after the potential buyer has 
left, he may not get another chance to 
sell the goods, even at the reduced price. 
His customers are too few and their 
individual orders are such a substantial 
part of his total business that he can 
ill afford to maintain a strictly one-price 


policy. It is true that codes do not pro- 
hibit price reductions for clearances but 
some make impossible prompt disposal 
to a buyer on the spot by requiring that 
the code authority be notified in advance 
or that a certain date in the season be 
reached. 

An even more fundamental criticism 
of the attempt to eliminate price cutting 
is that it is impossible of accomplish- 
ment. Even if terms of sale and list 
prices were rigidly adhered to, buyers 
would still demand more quality at a 
price, which is the same thing as price 
cutting so far as it affects a manufac- 
turer’s ability to operate at a profit. 
Buyers will always try to get the most 
for their money and no amount of regu- 
lation can guarantee a manufacturer a 
market for his goods. Furthermore, 
there is serious doubt as to whether the 
trade-practice provision will be generally 
observed or that Government author- 
ity can even hope to enforce rules that 
run counter to the immediate individual 
interests of thousands of manufacturers 
and retailers. Trade-practice provisions 
may be quietly violated and new trade 
practices developed to restore the former 
individual relationship between buyer 
and seller. 

Any further governmental attempt to 
regulate trade relations may tend to keep 
the inefficient in business. It may close 
the door of opportunity to aggressive, 
self-reliant individuals who could, under 
free competition, offer goods or services 
at lower costs than at present but who 
are hampered by rules set up by the 
established and perhaps inefficient older 
competitors. Attempts towards regula- 
tion may lead to a fostering of the in- 
efficient and the established—all at the 
expense of the consumer. 
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HIDDEN PRICE INCREASES 


In addition to questioning the general 
desirability of a manufacturer’s one- 
price policy, retailers are particularly 
opposed to the provisions listed above 
on the grounds that they act as hidden 
price increases, coming at a time when a 
rise in price from other causes has 
already brought about some customer 
resistance. If standardization of terms 
of sale and other trade arrangements 
merely crystallized the most common 
current practice, there would be less ob- 
jection. But many codes are eliminat- 
ing concessions that were common in 
the trade and are thereby increasing 
prices. For example, if most retailers 
were getting high cash discounts, adver- 
tising allowances from vendors, prepaid 
charges, and free demonstrations in a 
certain line, a code that greatly reduces 
the cash-discount rate, and eliminates 
the other concessions entirely, brings 
about a substantial rise in wholesale 
costs. Manufacturers have shown no 
inclination to reduce list prices to com- 
pensate for the curtailing of other 
concessions. They insist that they have 
been losing money and need the price 
increase brought about through code 
provisions to operate profitably. 

It might be thought that retailers 
would accept the situation more grace- 
fully and pass on increases to the final 
consumer but they are ever fearful of a 
decline in sales volume if established 
price lines are given up. For example, 
in the handbag industry, bags that cost 
$22.50 a dozen with an 8 per cent dis- 
count sell well at retail for $2.95, yield- 
ing a margin just adequate to cover ex- 
penses and markdowns and _ possibly 
yield a small profit. The proposed code 
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provides for a 3 per cent discount. To 
realize the same dollar margin on the 
bags, they would have to retail for $3.05. 
But this is not a “natural” retail price 
for handbags and its introduction might 
lead to great customer resistance. To 
maintain the old retail price would result 
in retailers suffering a lost at the expense 
of manufacturers. 

The immediate result of such a reduc- 
tion in customary concessions is likely 
to be that many store buyers will make 
big efforts to force downward revisions of 
existing list prices. Others, however, 
will find it possible to adjust prices up- 
ward gradually, particularly in view of 
the fact that other more fundamental 
forces are at work, tending to increase 
them. 


EXPERIENCE TO PROVE VALUE OF 
CODIFIED TRADE PRACTICES 


It is very difficult to arrive at a fair, 
impartial valuation of the various trade 
practices under consideration; the con- 
flict of interest is too acute. A theoreti- 
cal summation of the pros and cons will 
not yield the solution, but a few months’ 
experience under the codes probably will. 

One can well sympathize with manu- 
facturers for attempting so to standard- 
ize practices as to close the avenues 
through which sharp retailers have ob- 
tained concessions which they have not 
deserved and which have resulted in 
heavy losses to producers. On the other 
hand, the codes seem to have gone too 
far in establishing a rigid system that 
does not allow for fine distinctions as to 
the relative value of different retail out- 
lets to manufacturers. Many manu- 
facturers are likely to find their chances 
for sales volume reduced because they 
cannot work out individual deals on the 
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merits of all factors bearing upon the 
particular case. 

In the long run, standardization of 
cash-discount rates may be desirable, 
provided they are high enough to induce 
prompt payment and provided adequate 
quantity discounts are worked out and 
some system devised to give best credit 
risks a concession. The handkerchief 
cash discounts indicate a_ possibility 
along this line. Terms may be net 
cash ten days, 2/10/60; 23/10/30; 3/10 
or C.O.D. 3 per cent. Proved prompt 
payers of best credit standing might be 
granted 3/10, whereas others might be 
allowed 23 or 2 per cent, but with ex- 
tended dates for net payment also 
specified because of lack of assurance 
that these accounts will pay regularly in 
ten days. 

Standardization of trade practices may 
be one example of a new era of codpera- 
tion among competitors to assure a 
square deal for all; or it may represent 
a false hope that the codes through some 
magic will assure manufacturersa market 
for their goods and make it unneces- 
sary for them to use the aggressive 
methods of merchandising and promo- 
tion necessary in the past. When they 
realize how little codes can contribute to 
their individual salvation, they will 
probably advocate considerable revision. 
Rather than prohibiting practices be- 
cause they have been abused in some 
instances, a real attempt must be made 
to determine exactly what constitutes 
abuse and under what specific conditions 
such practices as consignment selling or 
advertising allowances militate against 
the best interests of the great body of 
buyers and sellers. Codes developed 
during a few months of feverish activity 
can hardly prove generally satisfactory. 


Terms and Datings under Manufacturers’ 
N.R.A. Codes 


Artificial Flowers and Feathers 
2/10 E.O.M., for decorative and wax flowers, 
flowers and feathers sold cloak, suit, negli- 
gee, and decorative trades, raw fancy 
feathers, naturally prepared botanical 
products and feather dyers 
8/10 E.0.M., for all other artificial flowers 
(lower discount permissible, 8% is maximum) 
F.O.B. city of manufacture 
Boots and Shoes 
5/30, from date of invoice or from specified 
date (advance dating); 15 days additional 
dating allowable west of the Rockies 
Business Furniture, Storage Equipment, and 
Filing Supplies 
2/10 proximo, net 30 proximo (E.0.M.), but 
no discount on steel lockers and shelving. 
No anticipation 
Cleaning and Dyeing 
2/10 E.O.M. (maximum allowed) 
Corsets and Brassieres 
8/10 E.0.M., or 6/50, net 51 days (to re- 
tailers) 
3/10 E.0.M., net 11 E.0O.M. (to jobbers and 
chains) 
Shipments on or after 25th of month as of the 
following month 
Dresses 
8/10 E.0.M., shipments after 25th of month 
as of following month 
Electrical Goods 
Adhere to discount sheets 
Fishing Tackle 
2/10 net 60, no extra dating. Anticipation 
at 6% allowed 
Floor and Wall Clay Tile 
2/15 net 30; 15 days additional west of 
Rockies 
Invoices dated from 1st to 15th of month may 
be paid net on Sth of following month, 
16th to 31st on 20th of following month 
Handkerchiefs 
Net cash 10 days or 3/10/60 or 23/10/30 or 
3/10 or C.0.D. 3% 
No discount if 5 days late. Legal interest on 
past due accounts 
Luggage, Trunks, and Fancy Leather Goods 
2/10/30, for luggage and trunks 
2/10/60 E.O.M., for fancy and small leather 
goods 
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One order after August 1 may be dated 
December 1, 3% E.O.M. 
Knit Underwear 
8/10 
Nottingham Lace Curtains 

2/10/60; clearances net 10 days. 
tion rate 6% 

Novelty Curtains, Draperies, Bedspreads, and 
Novelty Pillows 

3/10 E.O.M. or 2/10/60; Western area 3/10 
or 2/30. After 25th of month as of the 
following month 

F.O.B. city of origin 

Paint, Varnish, and Lacquer 

2/10/60 (trade sales); 1/10/30 
sales) 

2/10 E.0.M., to customers who regularly dis- 
count month following purchase. After 
October 15, April 1 dating if shipped at 
dealer’s convenience. Initial stock orders 
shipped October 15 to December 1, with 
April 1 dating. Four-month maximum da- 
ting on large orders of roof coatings under 

Anticipation rate 1/2% 


Anticipa- 


(industrial 


certain conditions. 
a month 
Saddlery 
2/10/30, except July 1 to October 1 may be 
% October 10 net November 1,and Decem- 
ber 1 to March 1 may be 2% March 10, 
net April 1 
Silk 
Finished broad goods: 6/10/60 0r8/10 E.O.M. 
Ribbons: 6/10/60 or 7/10 E.0.M. 
Woven labels: 2/10 E.0.M. 
After 25th as of next month. 
Past due accounts 6% interest charge 
Toys and Playthings 
2/10/30 (maximum) or 30 days net 
January, February, and March shipments 
may be dated April 1; April, May, and June 
shipments July 1; July, August, and Sep- 
tember shipments October 1; No advance 
dating October, November, and December. 
Anticipation 1/2 of 1% a month 
*.0.B. city of manufacture. If warehouse in 
another city, a charge for warehouse cost 
and freight to be shown on invoice 
Umbrellas 
2/10/60; 3/10 E.O.M. or 3/10 R.O.G. 
Underwear 
2/10 E.O.M. or net 60. 
as of next month 
Anticipation 6%. 


— 


After 25th of month 
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F.O.B. factory and cities with sales office 
Wall Paper 
3/30; 2/60; 1/90; 91 days net 
Shipments in September 4% additional 
Shipments in October 3% additional 
Shipments in November 2% additional 
Shipments in December 1% additional 
Discount only with cash payment 
F.O.B. own mills 
Washing and Ironing Machines 
2/10 F.O.B. factory 


Over-Production and 
Under-Consumption 


In December, George Burton Hotchkiss, 
professor of marketing at New York Uni- 
versity, presented a paper on “Problems of 
Marketing under the Recovery Act” at the 
New York University Alumni-Extension 
Conference Series on the N. R.A. A part 
of his talk, devoted to the question of limiting 
production as a means to recovery, is repro- 
duced below. 

American trade and industry will re- 
cover. But when recovery is accom- 
plished we shall probably have no more 
agreement regarding the remedy that 
effected the cure than we have now re- 
garding the disease. Some people may 
believe that it was not the strait-jacket 
nor the dieting nor the hypodermic in- 
jections nor the medicine but the in- 
herently strong constitution of the pa- 
tient that pulled him through. 

Of one thing I feel sure; namely, that 
if the present trend to limit production 
is carried to every branch of industry 
we shall learn to our sorrow that the cause 
of our trouble was not over-production. 
Certainly our 125,000,000 people will not 
become wealthier by the process of having 
each group produce less. The farmers 
may temporarily gain by growing less 
wheat and cotton; workers in steel, coal, 
and automobiles may temporarily gain 
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by giving a smaller output for each dollar 
of wages. In either case, the gain is at 
the expense of the whole consuming 
group, whereas even the agricultural 
producers number only a small part of 
the population. 

What we are suffering from is not over- 
production but under-distribution, and 
it is well to look at our problem from this 
angle. 

It is commonly but erroneously sup- 
posed that the problem of distribution 
is relatively new; that until the nine- 
teenth century man’s problem was to 
produce what he needed. So far back 
as we can trace, people thought they 
were suffering from over-production. 
There were complaints of over-production 
of cloth in the time of Queen Elizabeth 
and King James; of over-production of 
tobacco in Virginia when it was still a 
young colony. We know now that these 
complaints were not well founded, and 
it is possible that future historians will 
be equally; amazed to find us raising 
such complaints when here in America 
and all over the world there are mil- 
lions who want and need every bit of the 
supplies that are now available or can 
be made by our productive power. 

If we can bring about a trade revival, 
industrial revival will necessarily follow. 
Reducing supply to balance present de- 
mand is a dangerous expedient and al- 
most impossible for certain classes of 
producers, such as farmers. The alter- 
native, and only safe course, is to increase 
demand supply. Demand, as you know, 
involves two factors, desire to buy and 
ability to buy. Neither of them can 
safely be ignored. Where are we to find 
this increased demand; in the foreign 
market or in the home market? 


Increased foreign demand is highly 
desirable, but is beset by political diffi- 
culties. There is no hope here until we 
are willing to recognize the plain fact 
that we cannot sell unless we buy. In- 
creased exports must be accompanied 
by the acceptance of imports of equal or 
greater value—far greater value if we are 
ever to receive payment of our foreign 
debts. And we cannot take it all in 
whiskey, spices, and raw materials. At 
this time of unemployment when so many 
men look upon a job as the summum 
bonum of existence, it would not be popu- 
lar to suggest that the importation of 
manufactured goods made by cheaper 
labor would be any help in solving our 
problem. It is impossible to accept any 
great increase of imports without step- 
ping on some one’s toes. Perhaps the 
time may come when our tariff policies 
will be formulated on the principle that 
the welfare of the Commonwealth is more 
important than that of any individual 
group or groups, no matter how vocifer- 
ous. For the present, however, we must 
look chiefly to the home market for our 
increased demand. 

In the home market we are attempting 
to increase buying power by having more 
men employed at better wages. This 
is good as far as it goes, but it affects 
only certain groups of the whole consum- 
ing public. If it is accompanied by 
heavier burdens on the others in the form 
of taxes and interest payments, etc., 
the net gains may be small. We would 
do well to remember that both those 
employed by private industries and by 
the government (on borrowed money) 
must ultimately be paid out of business 
earnings. 

On the other side of demand creation, 
the increasing of desire to buy, the codes 
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so far adopted are mostly silent. In so 
far as they deal with marketing activity 
at all they are largely restrictive by 
listing the various unfair trade practices 
that must not be used. Thus in the 
petroleum code there are thirty-one rules 
under the head of marketing, and all 
but a few of these specify things that 
units in the industry shall not do. 

It is true that in this industry and 
many others, individualistic competition 
has built up a great many unfair and 
uneconomic practices. In the long run, 
however, they must be judged not so 
much from their effect upon members 
of the industry as from their effect upon 
the consuming public. In the improve- 
ment of products the wise manufacturer 
strives continually to individualize his 
products in ways that give more genuine 
service to the user. So likewise in 
marketing in the physical distribution 
of products and in the dissemination 
of ideas about the products through 
salesmanship and advertising, the wise 
policy is to adopt methods that will be 
genuinely helpful and acceptable to the 
consumer. Many of the unfair trade 
practices deluded the consumer, but they 
did at least stimulate his buying and in 
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certain cases increased the buying power 
of his dollar. Cutthroat competition 
was often a safety valve for the consumer. 
In any event the mere refraining from 
unfair practices is not a solution. There 
must be vigorous sales effort put forth 
within the limits of the legitimate. 

Unfortunately, there is likely to be a 
tendency for many units in industry to 
relax their selling efforts if they feel safe- 
guarded against what they regard as un- 
fair practices on the part of competitors. 
History indicates that group organiza- 
tion to regulate an industry aims chiefly 
at maintaining the status quo. Whether 
a medieval guild, a trust of the nineties, 
or a present-day N. R. A. industry, their 
code is concerned with the equitable di- 
vision of the present market more than 
with the expansion of the future market. 
The codes tend to standardize practice 
at its present level and discourage inno- 
vations, either in machinery or in meth- 
ods. All this gives an advantage to the 
older and larger units and correspond- 
ingly hampers the younger and more 
radical..... Any strict regulation of 
industry that permanently closes the 
doors of opportunity to newcomers is 
dangerously un-American. 
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Sales Promotion on a Newspaper 


ARTHUR PRICE 


A sales-promotion manager on a newspaper, who received his train- 
ing in retail stores, explains the nature of his work. 


My library on advertising and on re- 
tailing is sizable, but not one book in it 
has been able to tie up both subjects ade- 
quately. Certainly no book has yet 
even attempted to deliver a picture of 
retail advertising from the point of view 
of the man selling it. Nor will this be 
such an attempt, but rather an approach, 
by way of an exposition of some facts 
concerning the problem. 

Newspapers throughout the country 
have madea radical departure in the past 
few years by inviting retail-advertising 
men to participate in, or supervise, the 
task of selling retail advertising. Almost 
every large city has at least one such 
experiment. Of the eight largest New 
York newspapers, no less than five have 
ex-retail-advertising men connected with 
their retail-advertising selling staffs. 

Of all the “‘facts’’ supplied by news- 
paper-advertising salesmen (solicitors, 
contact men, account executives, and what 
have you) there is no set of facts accepted 
in toto by any two advertisers. Witness 
as partial proof that no two retail adver- 
tisers in any city you know spend their 
advertising dollars in newspapers in 
exactly the same way. One advertiser 
chooses Paper A as its best medium to 
sell baby carriages. Another similar 
store will give its baby-carriage advertis- 


ing to any and every paper in town ex- 
cept Paper A. Hundreds of similar 
illustrations crowd the facts. 

So we approach our problem through 
the back door. What does Newspaper 
A sell best—for which types of stores— 
when, at what price—and how? (The 
sales-promotion angle has entered the 
newspaper-selling job.) Obviously, these 
questions cannot be answered by the 
familiar old-time solicitor, who was 
equipped with his A.B.C. circulations, 
rate cards, a glad hand, and sometimes 
a few fight tickets. 


TYPES OF RETAIL-SALES PROMOTION TRIED 
BY NEWSPAPERS 


Retail-sales promotion on the part of 
a newspaper is quite often a failure. 
There is, first, the type of newspaper, 
anxious to do a constructive job, which 
winds up with a completely organized 
retail-advertising department—artists, 
copywriters, ef al. They offer their 
services (often without request) for the 
production of anything from a single 
advertisement to an entire year’s cam- 
paign. Often they try to teach the 
store how its advertising should be done, 
sometimes they even tell the store how 
all of its operations should be performed. 
Of course, this doesn’t work at all. 
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Then there are the newspapers that 
hire a good retail advertiser who installs 
a complete statistical, factual, and 
laboratory service. They report what’s 
selling, not only in your town, but all 
over the country. They collect adver- 
tisements, campaigns, plan budgets, 
analyze price lines, compare, divide, 
multiply. Elaborate publications, figure 
work, and reports supplement this work. 
Stores get it—some read it—a few under- 
stand it—many resent it—almost none 
use it. Little is accomplished, with 
great effort and expense. 

There are some newspapers who, sens- 
ing the need of retail knowledge in their 
retail salesmen, find a satisfactory retail 
advertiser and invite him into the fold— 
to do a selling job—with no restrictions. 
His job is one of just selling space— 
perhaps training others to do it effec- 
tively—sometimes a combination of both. 

The last has been my own good for- 
tune. The title of ‘‘sales-promotion 
manager” has misled almost every one 
except those with whom the writer has 
come into direct contact. My own im- 
mediate responsibility includes the so- 
called ‘‘local advertising staff” of about 
a dozen space salesmen. No ballyhoo— 
no “advertising-agency” services—no 
research reports—just selling—with the 
help of applied knowledge of retail 
advertising. 

Almost every large newspaper has a 
“promotion department,” which usually 
has nothing whatever to do with what we 
are discussing. The title is a rank mis- 
nomer. The “promotion department” 
of a newspaper is its “advertising depart- 
ment,” since it produces the publicity 
which the newspaper uses for its own 
purposes. Conversely, the so-called “‘ad- 
vertising department” of a newspaper is 
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anything but this—in effect, it is simply 
the sales staff, nothing more nor less. 

The advertising and promotion de- 
partments of a newspaper, as usually 
constituted, work together in about the 
same manner as the merchandise and 
publicity divisions of a department 
store, but they have less in common. 
Therefore, the present trend in retail 
space selling exists. 


NEED FOR BALANCED EXPERIENCE 


There are advertisers and advertisers. 
For the best practical illustration of how 
dangerous a little knowledge can be, 
watch a poorly balanced retail-advertis- 
ing man run loose on a newspaper, watch 
him run amuck among its retail adver- 
tisers. He knows the language—the 
jargon—the habits—the faults of the 
retailers. The advertising business be- 
ing the open book that it is, he knows 
exactly what all the figures are. Un- 
like almost any other business, a news- 
paper knows its competitors’ business, 
their customers, rates, etc. (everything 
except profits), thanks to media records 
and other statistical aids, including its 
own department. Therefore, an adver- 
tising salesman, ex-retailer, can get down 
to pithy points in record time. But the 
human tendency to jump from facts to 
conjecture is difficult for a poorly bal- 
anced solicitor to avoid. 

Results from advertising have a funny 
way of disproving the most formidable 
array of facts ever gathered. Here’s 
the point of this last argument. Dur- 
ing twelve years of retail-advertising 
experience, it was a never-ending en- 
deavor of mine to formulate some scien- 
tific or factual basis for the testing of 
advertising. Of only one conclusion am 
I certain: that not yet has there been 
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discovered any conclusive system for 
testing advertising. 

So when I hear a pseudo-expert sales- 
man—or an advertiser himself—discuss 
the testing of advertising, in amy me- 
dium, my fingers itch to point out all the 
wobbly variables in the test that were 
taken for granted as constants in arriv- 
ing at a false conclusion. 


TECHNICAL HELP A NEWSPAPER CAN GIVE 


As a matter of fact and record, there 
is much technical advertising help that a 
retail advertiser can secure from a news- 
paper, and not from the so-called “‘pro- 
motion department.” The mechanical 
department of a newspaper is headed by 
a superintendent and assistants who can 
set many a weak and wavering adver- 
tiser firmly on his feet in advertising 
technique. These are trained, expert 
men ready to lend assistance in choosing 
and devising a type style, layout style, 
headline style, art and engraving style— 
system of marking type and layout, 
proper method of correcting proofs, and 
releasing wait orders. Startling effects, 
charming typographic appearance, sav- 
ing of many dollars in composition and 
engraving, saving of much time and 
fretting—all have been achieved by 
advertisers smart enough to avail them- 
selves of the expert counsel and assist- 
ance of newspaper technicians. 

For the advertiser that honestly and 
conscientiously seeks to know some- 
thing about his customers—and his po- 
tential customers—there is a world of 
valuable information awaiting him in 
almost any newspaper. The circulation 
of every worth-while newspaper is 
checked by the Audit Bureau of Circula- 
tions. This statement is broken down 


into districts. Check these against the 
location and density of charge customers 
and package deliveries. The result 
shows an interesting picture of where 
customers can be found, in greatest 
numbers, and in most favorable locations. 

Habits of other advertisers may be of 
little value as a criterion, but are well 
worth checking against one’s own. For 
instance, some of these are: the percent- 
age of advertising to total that each 
department enjoys, frequency of adver- 
tising of various departments; seasons 
for each department; percentage of ad- 
vertising each day of the week to total; 
comparison of price lines stressed in 
advertising, as against competitors’, and 
finding out whether the store is aiming 
at the same type of customer throughout 
all of its advertising. All these ques- 
tions—and many more—can be answered 
by any average newspaper. 


SPECIALIZED NEWS FEATURES 


There are many valuable by-products 
of the editorial side of the newspaper 
that can be capitalized by the advertiser 
and, of course, by the space salesman. 
There is the news of the retail and whole- 
sale markets which is now reported ex- 
pertly by good newspapers. There is the 
news of fashions, reported by the news- 
paper directly from Paris openings by 
wireless and cable, in sketches by capable 
artists, in daily and weekly features, 
reporting and illustrating the fashion 
trends and the highlights as seen in the 
city itself. 

Then there is the gold mine of infor- 
mation in the reader response which the 
newspaper receives. Inquiriés about 
fashions, beauty, food, home furnishings, 
mounting into tens of thousands, tell a 
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story filled with profitable ideas. Here 
are your customers, or potential cus- 
tomers, actually asking for help from a 
newspaper and in most cases asking for 
something a store is anxious to sell. In 
the year 1933, the Herald Tribune alone 
received over 230,000 inquiries from its 
readers, including 119,325 about food, 
64,018 about fashions, and 34,189 about 
beauty. 

The names of these inquiring-reader 
customers are, of course, the confidential 
records of the newspaper, and are not 
divulged for advertising purposes. How- 
ever, tabulations, analyses, and examina- 
tions of these requests have formed the 
basis of many an interesting advertising 
program. 

The inquiries are answered with defi- 
nite information as to which stores the 
reader can go to purchase the item de- 
scribed. Where supplementary infor- 
mation is promised inquirers, it is 
furnished in bulletins and service sheets. 

One such article on the art of make-up 
drew the amazing total of 7,835 inquiries, 
while supplementary information on 
making knitted garments was requested 
by 3,580 readers. 

In the homefurnishing field, these 
editorial efforts are based upon actual 
experience in the Herald Tribune Home 
Institute, which includes a laboratory 
kitchen, as well as model kitchens for 
various-sized homes. 

In the men’s wear field, editorial 
efforts in reporting men’s wear fashions 
in weekly articles are supplemented 
twice a year by a conference on men’s 
wear fashions, to which all men’s wear 
advertisers are invited. The entire field 
of men’s fashions and the profitable 
promotion of these fashions are reviewed 
at these sessions. 
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NEWSPAPER CENSORSHIP 


Finally, consider the subject of censor- 
ship and the retail code. The adoption of 
the retail-code provisions concerning ad- 
vertising caused not the slightest change 
in the set-up of the well-run newspaper. 
Long before the N.R.A. and retail codes 
were devised, reputable newspapers read 
every line of advertising submitted and 
refused to accept much advertising that 
today would easily pass the requirements 
of the retail code. The so-called ‘‘cen- 
sorship” requirements of the Herald Trib- 
une are written into a few simple para- 
graphs, and can be summarized in still 
fewer words: to be honest and in good 
taste. 

There are very few occasions when 
objectionable copy submitted for publi- 
cation cannot be changed with slight 
corrections to remove the objectionable 
elements. This is common practice and 
there is no advertiser in our own experi- 
ence who will not listen fairly to a sug- 
gestion for changing copy that is con- 
sidered objectionable by us. 

Even in a city such as New York, 
the advertisers accepted by some news- 
papers and refused by others constitute 
an amazing lineage total. This, of 
course, along with the editorial policy of 
a newspaper, combines to create the 
“reader belief” that is so valuable to the 
advertisers in some papers and so badly 
lacking in others. 

The job ofa retail-sales promoter on a 
newspaper is too new to permit any au- 
thoritative definition. The only criterion 
I should care to suggest as important at 
this stage is the all-important measure 
of his success—an increase in new adver- 
tisers and in advertising lineage. That’s 
something, like a motion to adjourn, not 
open to debate. 
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Limitations of the Federal Reserve Depart- 
ment-Store Index 


ELMER O. SCHALLER 


The limitations of the Federal Reserve department-store sales index 
are pointed out in this article and desirable changes in its pres- 
entation suggested. 


At a time when business men are 
analyzing current trends more carefully 
than ever before, the problem comes to 
the front as to how to present statistics 
and indices so as to reveal the facts with- 
out distortion and with a minimum of 
misinterpretation. 

In the field of retailing, a major index 
of business, closely followed by mer- 
chants, is the Federal Reserve index of 
department-store sales. This index is 
presented as a percentage of increase or 
decrease of sales volume in dollars for a 
particular month compared with the 
same month a year ago. For example, 
in one of the twelve Federal Reserve 
districts, department-store sales in Sep- 
tember may be reported as —1.8 per 
cent, meaning that the aggregate sales 
volume of the reporting stores in the dis- 
trict was 1.8 per cent lower than in 
September last year. Assuming that 
representative stores submitted their 
figures to the Federal Reserve Board, 
this figure is taken to mean that total 
department-store sales in the district fell 
off 1.8 per cent. 

There is considerable chance that mer- 
chants may misinterpret this index of 
business. For example, a department 
store having only a 1 per cent decrease 
may believe that its business has suffered 


less of a sales decline than that of the 
average store. This conclusion, however, 
may be erroneous. 

For example, let us assume that the 
stores in the district reported sales as 
follows (a small number of stores are 
shown for simplicity): 


Seplember Sales for a Federal Reserve District 


Sales in thousands Imcrease Percent- 
_ —~—-- _ or 














; poo =a age 0 
Shere 1933 1932 decrease f+ 
A $125 $100 $25 25.0% 
B 189 150 39 26.0 
c 450 375 75 20.0 
dD 670 560 110 19.7 
E 480 400 80 20.0 
F 300 275 25 9.1 
G 214 200 14 7.0 
H 336 300 36 12.0 
I 490 700 —210 —woO 
J 375 500 —125 125.0 
K 280 350 — 70 -—20.0 
L 544 625 — 81 —13.0 
Total...... $4,453 $4,535 $—82 —1.8% 


In this case, the Federal Reserve 
would have reported a decrease of 1.8 
percent. But, of these reporting stores, 
a decided majority, or 66 2/3 per cent, 
show increases ranging from 7 to 26 per 
cent, while only one third show decreases 
of from 13 to 30 per cent. Unquestion- 
ably, the increases predominate, yet the 
average result shows a decrease of 1.8 
per cent. Thus, the merchant having 
only a 1 per cent decrease, in comparing 
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his results with the published average of 
1.8 per cent, is quite happy. He may 
not realize that in reality he is doing no 
better than the typical retailer. Al- 
though he has had a smaller decline 
than the average of 1.8 per cent, the 
situation changes when he is informed 
that two thirds of the stores actually had 
increases, while only one third suffered 
decreases. 

While the average decline of 1.8 per 
cent may be useful as a gauge of business 
conditions in the district, the individual 
merchant is frequently more interested 
in how his business compares with 
others. For this reason, it is desirable 
to have the Federal Reserve also report 
the number of stores showing increases 
and the number showing decreases, to- 
gether with the “high” and “low” 
points for both the increases and de- 
creases.! 
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In some of the Federal Reserve dis- 
tricts the number of stores showing in- 
creases and decreases are now shown on 
the confidential reports sent only to 
contributing stores, but in the published 
reports this information is omitted. 
Even in the confidential report, no indi- 
cation is given of the “high” and “low” 
points for increases and decreases. 

A representative of one of the Federal 
Reserve banks conceded that this sug- 
gested revision would clarify the sales 
index, but indicated that there was 
apparently little demand on the part of 
merchants for such a change. However, 
the fact that only a few retailers have 
suggested a revision does not prove that 
a change would be unwelcome. If re- 
tailers fully understood how the present 
index is compiled, there would be an 
insistent demand for more complete 
monthly data. 


Retail Sales Showing a Marked Increase 


Although the Federal Reserve Board's 
index of department-store sales shows 
only a 2 per cent increase in November 
over 1932 and a 6 per cent decline for 
the year to date, the general status of 
retail trade seems much more encourag- 
ing. The index of the International 
Statistical Bureau on Consumer Ex- 
penditures for clothing and housefur- 
nishings shows a November increase of 
7.8 per cent. The discrepancy is due 
to the fact that other types of retail 
stores—chain variety, chain dry-goods 
and mail-order houses have been doing 
better relatively than the department 
stores. 

For example, Sears, Roebuck & Co. 
showed a 27.2 per cent increase in their 
November period over 1932 and Mont- 


* Suggestion of Mr. Fred Baum, controller of Rosenthal- 
Ackerman Milly Company, St. Louis, Missouri 


gomery-Ward & Co. a 25.32 per cent in- 
crease. Sears’s sales, year to date, are 
0.4 per cent ahead and Ward’s 7.36 per 
cent ahead. It is interesting to note 
that the catalogue division of Ward’s 
had made greater sales advances than 
their retail-chain-store division. Im- 
proved conditions in farming com- 
munities, especially cotton, may be a 
factor but the chief reason is probably to 
be found in the attractive catalogue 
prices made possible by buying goods 
before the fall price advance. In spite 
of the low prices prevailing, the mail- 
order division reports an adequate mark- 
up and a net profit. <A difficult problem 
may develop, however, when stocks have 
to be replaced at higher costs. This 
may lead to a considerable increase in 
catalogue prices and also some difficulty 
in financing the higher cost of purchases. 
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Found: Sentences That Sell 


ELMER WHEELER 


Phrases used in salesmanship may be tested, even as merchandise 
The author is a pioneer in this 
work but he has already had remarkably successful results. 


and advertising copy is tested. 


Since the days my grandmother always 
gave in and let me have a second slice of 
bread and jam whenever I screwed up 
my face and said “Gee, Gram, I’m still 
hungry,” I have been conscious that 
specific selling phraseology always gets 
you more than general statements. 

Likewise, in the commercial world to 
say “It takes the burn out of sunburn,” 
will sell more than “It’s cheap and good 
for sunburn.”” The day of merely say- 
ing ‘“‘Anything else?” is gone, gone with 
other archaic expressions of the day when 
general stores ‘‘took orders”’ over coun- 
ters. 

Whenever a modern salesperson paints 
a picture to me of comfort, a radio, and 
a nice armchair (with perhaps somethin’ 
on the arm), then I buy that armchair 
and think of price secondarily. 


THE WORD LABORATORY 


What is the difference then between 
the sales vocabulary that sells and the 
one that does not? That is the purpose 
of the world’s first and only Word 
Laboratory! It has been formed to test 
out selling phraseology, just as advertis- 
ing agencies test out headlines and some 
retail stores test out merchandise. 

The conclusions that some sentences 
sell well and others do not has brought 


about this new venture, a careful study 
of phraseology as it pertains to selling. 
This Word Laboratory is located in 
Washington, D. C., on one of the upper 
floors of the Hecht Company building, 
which had made the office space available 
because of the value the work will have 
for retailers. Although the Hecht Com- 
pany is our major experimental station, 
we have over 120 other retail stores act- 
ing in the capacity of ‘‘testers.” 

From these stores and their hundreds 
of salespeople we gather our data and 
draw our conclusions as to the value of 
modern selling phraseology. In this 
way, we are able to weed out bad selling 
talks and give the world of selling only 
those expressions that have proved effec- 
tive in selling goods. 

After our staff has created a selling 
sentence, it is immediately put into the 
mouths of our hundreds of coéperating 
salespeople. They try it out, keep an 
accurate report on the number of sales 
it inspires, and return the report to us. 
We compare the record with the previous 
record on that item. If we have been 
able to stimulate volume increases, we 
know the sentence is worth while and 
it is given our stamp of approval and 
put on our “flash sheet.’ This “flash 
sheet” is then sent to all other sales- 
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people concerned with that particular 
sentence, and further records are kept. 
To make certain salespeople use the 
sentences, we have them shopped daily 
by an outside agency of professional 


shoppers. 
TESTED SENTENCES INCREASE SALES 


We are able to produce many excel- 
lent records, such as the following: A 
certain slip was not selling until the 
salespeople stressed that “It was shad- 
dow proof, even on sunniest days!” 
Unit sales increased 40 per cent on that 
item. Volume went up even more, for 
the slip was in a higher price range than 
heretofore and salespeople were in- 
structed to use that sentence only on 
the higher priced garments. 

In other cases, we have increased the 
sale of items over 300 per cent, as our 
careful records show. Sales of ink and 
stationery in a certain department were 
dropping off. After experimenting with 
the best words and phrases to use to sell 
more ink and stationery, we concluded 
by making a drive on ink and stationery 
by trade-color names. That is, instead 
of selling green stationery and ink, the 
store was instructed to sell nile green ink 
and stationery, which was the trade 
name of that colored ink. Purple ink 
has been purple since grandmother’s day, 
but when a bottle of purple ink came on 
the market marked Patricia purple, the 
salespeople were immediately instructed 
to sell that ink by this phrase: ‘“Pa- 
tricia purple is the newest in inks, 
Madam, and is a perfect match for 
this stationery.” 

Some ink is perfumed, so salespeople 
stopped selling ‘“‘just ink,’ and started 
selling perfumed ink, ‘“a_ delightful 
thought in writing on personal station- 
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ery.” And always after selling a colored 
ink by using its trade color, the sales- 
people were instructed to ask if the 
customer ‘did not want a staple black 
or blue ink, for the signing of formal 
notes or bills.” 

Just as the sale of ink and stationery 
bounded up with the use of the above 
selling procedure and “tested selling 
sentences,’ so did the sales of electric- 
light bulbs increase when lamp sales- 
people were all required to say at the 
close of every sale of a lamp, “A new 
bulb, Madam, will bring out the many 
jine features of this lamp, and make it 
look even lovelier!” 

Bed sheets were sold faster when the 
salesperson said, ‘““They are extra long, 
Madam, so the feet won’t become un- 
covered, especially on cold nights!” 


DIFFERENT USES OF TESTED SENTENCES 


Tested selling sentences have been 
devised to sell two perfumes to a cus- 
tomer instead of one, to sell slow-moving 
merchandise and substitutes of all kinds. 
The principle is simple, once it has been 
worked out. The difficult task is to 
locate and find the sentences and to tell 
the difference between the good and the 
bad ones. 

We supply salespeople with tested and 
approved selling sentences to overcome 
price or fashion objections, sentences to 
sell slow-moving merchandise, and to 
help fast-moving merchandise sell faster. 
We have shown specific ways of selling 
jewelry in ensembles; stockings in pairs 
of three; lamps in higher price lines; and 
polish and shoe laces with every pair of 
shoes. 

Credit managers want “graceful” 
phraseology for their clerks to use on 
irate customers; the superintendent wants 
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them for his drivers; and on down the 
line in every phase of retail selling. 

We have hundreds of examples of 
where the phrases “smell it” or “rub 
it on” have increased sales. Hundreds 
of illustrations of where such little sen- 
tences as “‘won’t spill over the dressing 
table,” “looks like real linen, and saves 
laundry bills,” have doubled sales! 


TESTING OF CUSTOMER REACTIONS TO 
SENTENCES 


Dr. Roy M. Dorcus and Dr. Knight 
Dunlap of Johns Hopkins University 
tested many of our “tested selling sen- 
tences” on their Quartz String Galvanom- 
eter, and we have produced, for the first 
time in scientific history, motion-picture 
charts of a customer responding (men- 
tally) to a sales talk. Dr. Rowland 
Mason Meyers, of that University, has 
traced many of our selling expressions 
into other languages and back into his- 
tory as a help towards deciding the 
value of selling expressions. 

The finest of merchandise and the best 
of advertising and display is only as 
good as the words the salesperson will 
use in completing this great store chain! 
So why not have a laboratory to test 
words, as well as merchandise and adver- 
tising? This is exactly what we are 
doing. 


Chain-Store Studies 


During the fall and winter, the Federal 
Trade Commission has issued a series of 
reports on chain stores as compared to 
independents. 

In its report on ‘“‘Chain-Store Price 
Policies,’ the Commission states that 
large chain-store systems operating over 


a wide territory have one inherent ad- 
vantage over smaller chains or independ- 
ent retailers with respect to price com- 
petition. The source of this advantage 
lies in the fact that such an organization 
is able to average the profit results ob- 
tained from its stores in the numerous 
localities where it operates. 

If the store or stores of a large chain 
in a particular locality are faced with 
severe price cutting and are operating 
at a loss, such loss, the Commission re- 
ports, may be offset by profits earned in 
its stores in other localities where com- 
petitive conditions are less severe. For 
this reason, the large chain usually can 
hold out longer on the defensive side of a 
protracted local price war, or, if it takes 
the offensive, can inflict greater injury 
upon its competitors with less harm to 
itself. 

In its report on “Service Features in 
Chain Stores,” the Federal Trade Com- 
mission finds that almost one half of 
1,700 reporting chain-store systems, oper- 
ating more than 8,000 stores and selling 
more than one and one-quarter billions of 
dollars of merchandise in 1928, employed 
credit to some extent. For all kinds of 
chain stores combined, it was estimated 
that cash sales were 90 per cent of the 
total sales while credit sales amounted to 
10 per cent of total sales. 

While almost half of the chains ren- 
dered some delivery service, such chains 
operated less than one fifth of the stores 
and accounted for less than one third of 
the total sales of all chains reporting. 
On 88.8 per cent of the total net sales 
of all reporting chains, it is estimated 
that no free delivery service was given 
to customers, while the remainder, or 
11.2 per cent, was delivered free. Seven 
hundred and twenty-three, or almost 80 
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per cent of all reporting chains, gave no 
free delivery service and they accounted 
for about 90 per cent of all stores and 
sales reported by chains on a cash basis. 
The Federal Trade Commission has 
also issued four reports based on its sur- 
vey of prices and margins in chain and 
independent drug stores of Washington, 
Cincinnati, Memphis, and Detroit. 
Selling prices for the independent drug 
stores were, on the average, higher than 
those of the chain stores but at the same 
time the independents’ costs were higher. 
The prices, costs, and gross margins of 
independent distributors were compared 
with those for the principal chains: 


BOOK REVIEWS 


Washington Cincinnati Memphis Detroit 
Excess of independ 
ent prices over 
chain-store  sell- 


ing prices...... 22.72 20.35% 20.69% 17.48% 
Excess of independ- 

ent costs over 

chain-store costs. 3.27 1.81 1.38 3.88 
Gross margin of in- 

dependents..... 37.66 36.76 41.18 39. 40 
Gross margin of 

| re 23.99 28.77 30.72 


‘T » gross margin of the chain is the 
spread between the cost to the chain 
and the retail selling price of the chain. 
The gross margin of the independent 
distributor is the spread between the cost 
to the wholesaler and the selling price of 
the independent retail store. 


Book Reviews 


Department Leasing in Department Stores, 
by Stanley F. Teele. Boston: Har- 
vard Bureau of Business Research, 
1933, 39 pages. 


This excellent report is based upon operating 
statements for 1930 submitted to the Harvard 
Bureau of Business Research by 545 department 
and specialty stores. Of the department stores 
reporting, 62.3 per cent and of the specialty 
stores 48.7 per cent had leased departments. 
Only 40 per cent of the department stores had 
such departmentsin 1920. The number of leased 
departments ranged from 0 to 18 with an average 
of 4.6 for department stores and 2.5 for specialty 
stores. In department stores, leased depart- 
ment sales were 6.2 per cent and in specialty 
stores 8.3 per cent of the total sales. 

The three departments most commonly leased 
are millinery, beauty parlor, and shoes. The 
first was leased in 193 of the 545 firms. 

The study considers the advantages and dis- 
advantages of leasing and comes to the following 
conclusions: 

1. Leasing of merchandise departments is 

most significant in stores of medium 


size not near primary markets and in 
lines where close contact with the cen- 
tral market is necessary. 

2. Among department stores, the tradition 
of having both buying and selling 
directed by the same _ individual, 
a buyer, and the need to cater to 
diverse community tastes are major 
obstacles to the further growth of 
leasing. 

The records of leasing syndicates prove 
that it is possible to merchandise goods 
with even pronounced fashion charac- 
teristics centrally but that depart- 
ment-store personnel is opposed to 
further experimenting along this line. 

4. No evidence is available as to whether or 

not a store could operate wholly as a 
collection of leased departments and 
still maintain an institutional identity. 


7... We 
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Scientific Salesmanship and Readings in 
Salesmanship, by Charles Bennett. 
St. Louis: American Efficiency Bu- 
reau, 1933, 702 pages. 
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Dr. Charles Bennett’s new book, Scientific 
Salesmanship and Readings in Salesmanship, 
is probably one of the most comprehensive 
treatises of personal salesmanship that has ever 
been published. 

The author deserves to be congratulated 
upon his painstaking and thorough research in 
the preparation of this volume. Every chapter, 
almost every page, is replete with numerous 
references indicating that few sources were over- 
looked in the search for ideas on the various 
topics presented. 

In addition to a discussion of the economics 
and historical development of salesmanship, the 
book describes in detail the technique involved 
in each stage of the selling process. The 
author’s discussion of prospecting is particularly 
good. 

Scientific Salesmanship is modern in scope and 
content and deserves the careful attention of 
students of salesmanship. The collection and 
classification of more than 250 pages of Readings 
in Salesmanship are in themselves a valuable 
contribution. 

O. P. R. 


Advertising Procedure, by Otto Kleppner. 
New York: Prentice-Hall, Inc., 1933, 
570 pages. 


One of the best books on modern advertising 
has been brought up-to-the-minute in a revised 
edition. Most of the books written by practical 
advertising men are pleasant after-dinner reading. 
They are of interest because they provide an 
inside story of the philosophy and the practice 
which have won for the authors success inthe 
advertising field. Practical advertisers usually 
fall short, however, in organizing their material 
in such a way as to leave readers with a number 
of concrete impressions. 

Mr. Kleppner’s book is as easy and pleasant 
to read as any advertising book yet written. 
Fortunately, it reflects the philosophy and the 
practice which have made Mr. Kleppner emi- 
nently successful in advertising. Advertising 
Procedure goes further than that, however. The 
book is so well organized, so thorough, and so 
complete that it is one of the most satisfactory 
of all existing books on advertising, both as a 
reference for practical advertisers and as a text- 
book for colleges and universities. 

In the revised edition the general structure 
of the first edition has been retained. Thus, the 


twenty-three chapters are again logically 
grouped in four parts: Part I, The Purpose of 
Advertising; Part II, The Preparation of Ad- 
vertisements; Part III, The Scheduling of Ad- 
vertisements; and Part IV, The Machinery in 
Motion. Original chapters have been revised 
and improved so that they take full account of 
the developments of the last few years and 
present a clear picture of current conditions. 
A new chapter on radio advertising is one of the 
best one-chapter treatments of the subject to 
date. In a concise but thorough manner, Mr. 
Kleppner evaluates radio as an advertising 
medium and shows how radio may be used 
profitably. 

A section on “The Trend of Advertising” 
deals with the National Recovery Act, the Secu- 
rities Act of 1933, and the Food and Drugs Bill 
in their relation to and influence on advertising. 
This section is followed by a glossary of proce- 
dure, advertising abbreviations, reading sug- 
gestions and bibliography, and useful tables. 

Personal progress records are available to 
those who wish to use the book as a text. 

C. M. E., Jr. 


Boston Conference on Retail Distribution, 
1933, Boston: Chamber of Commerce, 
86 pages. 


The annual conference on retail distribution, 
held every fall in Boston has become the most 
representative source of information on current 
retailing trends. The important trade, adver- 
tising, and research organizations in the retail 
field are represented and the speakers represent 
the outstanding leaders. 

Among the speakers this fall were P. A. O’Con- 
nell of Slattery, H. Gordon Selfridge of Selfridge, 
London, Herbert J. Tily of Strawbridge & Cloth- 
ing, Paul Hollister, of R. H. Macy & Co. and 
I. A. Hirschmann of Lord & Taylor. 

The report containing articles and reports of 
discussion by these and many others is available 
at $3.50. 


Merchandising Electrical Appliances, 
edited by Kenneth Dameron. New 
York: Electrical Merchandising Joint 
Committee. 


For the most part, Merchandising Electrical 
Appliances is built around a series of surveys 
and analyses conducted by the Electrical Mer- 
chandising Joint Committee, which is composed 
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of representatives of department stores, specialty 
stores, and public utilities. 

The subject matter of this report follows the 
most important merchandising problems of the 
electrical industry, such as market opportunities, 
consumer demand, channels of distribution, 
merchandising appliances, advertising and sell- 
ing problems, home servicing, price and service 
policies, testing electrical appliances, and trade 
relations. 

This report, although written by various 
members of the committee, has an excellent 
balance between factual material and interpreta- 
tion of these facts. It is an outstanding example 
of an interesting, understandable, and usable 
report based on a mass of statistical data. Not 
only have general statistics on the electrical- 
goods industry been included as a background, 
but also specific data such as best selling price 
lines for particular appliances in 1932. The 
contents of this report are as practical as they 
are comprehensive. Merchandising Electrical 
Appliances presents for the first time a unified 
and systematic treatment of the subject. 


Distribution Today, by O. FRED Rost, 
New York: McGraw-Hill Book Com- 
pany, Inc., 1933, 335 pages. 
Distribution Today is the first attempt in book 

form to analyze the field of distribution as it 

has been affected and will be affected by recent 
legislation. Mr. Rost, who is marketing editor 
for the Business Week, presents the information 
now needed by business men to analyze the dis- 


EDITORIAL 


tribution system and select those agencies and 
policies which will meet existing conditions and 
problems. 

The book should be interesting to the retailer, 
for the author discusses retail outlets and ex- 
presses his opinion as to the future of each type. 
He feels, for example, that future expansion of 
department stores, as we now know them, is 
definitely limited. He cites such things as the im- 
mobility of fixed charges, changing competition 
and changing consumer buying habits as among 
the factors contributing to this limitation. 

The author’s discussion of the problems and 
future of the independent merchant, the chain 
store, and the voluntary chain are interesting. 
He offers also one of the first critical analyses of 
the supermarket and the part it plays in distribu- 
tion offering. He shows that this type of an out- 
let has a definite place in the community, basing 
his argument upon the following assumptions: 

1. That much of the family shopping is habit- 
ually done with the aid of the automobile. 

2. That a low cash price on well-known arti- 
cles will suffice to draw a crowd. 

3. That the price advantage stimulates quan- 
tity buying. 

4. That the price advantage offsets the dis- 
advantage of the location. 

Mr. Rost presents an appendix of over 100 
pages in which he gives the Industrial Recovery 
Act and the complete text of some of the more 
important industrial codes in the marketing field. 


O. P. &. 


Editorial— The New Food, Drug, and 
Cosmetic Bill 


Through the maze of Federal legisla- 
tion, codes, and other machinery for 
business control, there emerges a pro- 
posed enactment of the greatest impor- 
tance to every person—the so-called 
Tugwell bill designed to prevent the 
misbranding and false advertising of 
foods, drugs, and cosmetics. 

In nearly thirty years, no new Federal 


law has superseded the Food and Drug 
Act of 1906, that was passed by Congress 
largely through the efforts of Dr. Wiley, 
the well-known champion of pure foods. 
This act, which is still in force, requires 
that labels be truthful, but says nothing 
of truth in other forms of advertising, 
such as newspapers and magazines. 
Furthermore, the present law is ineffec- 
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tive in its protection of the public’s 
health. For example, if a person is 
blinded by an injurious drug, he is re- 
quired to prove that the manufacturers 
intended to injure him. Such intent is 
practically impossible to prove, render- 
ing the law ineffective. 

The Tugwell bill which was introduced 
by Senator Copeland and Congressman 
Sirovich, in the last session of Congress, 
and which now is having a hearing, seeks 
to prevent the manufacture, shipment, 
and sale of adulterated or misbranded 
foods, drugs, and cosmetics and to pre- 
vent their false advertisement. Since it 
attempts to protect the public, its pur- 
pose is certainly laudatory. The detri- 
mental effect of adulterated, misbranded, 
and falsely advertised goods on manu- 
facturers, retailers, and the general 
public is incontrovertible. The adver- 
tising profession itself readily admits 
that there is considerable misleading or 
fraudulent advertising, and that its 
eradication would benefit the profession 
in the long run. 

The Tugwell bill would deem food to 
be adulterated if it is or may be injurious 
to health, if it contains poisons in excess 
of certain limits of tolerance, if it con- 
sists in whole or in part of any filthy, 
putrid, or decomposed substance, or if it 
has been made under unsanitary condi- 
tions. A drug would be said to be 
adulterated if it is or may be injurious 
to health under the conditions of use 
prescribed in the labeling. In general, 
a food, drug, or cosmetic would be 
called misbranded if its labeling is false, 


or if by ambiguity or inference it creates 
a misleading impression. 

While the great majority of competent 
observers is in agreement with the 
general purpose of this bill, an avalanche 
of protests has appeared in the trade and 
public press. It has been criticized on 
the grounds that it is too loosely worded, 
that meanings can be read into the act 
which were not intended by the writers, 
that in some instances property could be 
seized without due process of law, and 
that, in its administration, too much 
power would be given to the Secretary of 
Agriculture, or to a clerk in his office, 
resulting in bureaucracy. 

Illustrative of changes suggested is the 
section of the bill which states that a 
drug is misbranded if its labeling bears 
the name of any disease for which it is 
not a specific cure but only a palliative, 
and fails to bear in juxtaposition with 
such name and in letters of the same size 
and prominence a statement that the 
drug is not a cure for such a disease. 
Boldly damning an advertisement is an 
unnecessary advertising handicap, for the 
limitations of the product can be con- 
veyed in clear and unmistakable and less 
repelling ways. 

Growing out of all the controversy is 
the feeling that this bill will be rewritten 
and more definitely phrased before be- 
ing submitted for legislative action. It 
would be most regrettable, however, if 
failure to agree on its details should 
prevent a bill embodying the essence of 
the Tugwell bill from being enacted. 

E. O. S. 
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